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Gentlamn:

Your appllcation for exemption under the provlslom ot &ouon 821 of the code
has been coneridered.

The evidence preuntod discloses you were lmorpoutod {!nder the laws of the
State ol “ ses as taken from your
Articles tlc,. any muv y within the purpotes
for which Co-operatives may be orgnnlud, {ncluding relﬂcally but not
limited to the followings To buy and sell and otherwise deal in, at retail,
wholesele, and on consigmment, fnln. feed and other farm produce; and in
goods, wares, and merchandise, including fertilizer, insecticides, fungicldes,
and herbicides and petroleun products for its menbers fand patrons.

hsued hares of preferred non-menber letock with par value of
r share to to bear lntoru
ou - fert ﬂ ﬁt-atori un

r annun. In exchange
of common stock
The primary activity of your organization is selling for cash, sgricultural
supplies, equipment, feed and fertilizer to farmers and for cash at cost plus
expenses. Cash In advance plus o for expenses in ordering which is annuaily
edjusted to insure non-profit operation.

You stated on Form 1028 that you did not distribute the net earnings of

_ as patronage dividends, nor dld you allocate tham on your books. You
also stated on Form 1028 question 18 that you did not purchase any supplies or
equipment for marbers or non-manbers who were producers,

Section 521(b) of the Iniernal Revenus Code of 1954 states, the larmers’
cooperatives exenpt fram taxation to the extent provided In subsection (a) are
farmers', fruit growers', or like associations organized and operated on a
cooperatlve basis (A) fcr the purpose of marketing the products of menbers or
other producers, and turning back to them the proceeds of sales, less the
products furnished by them, or (B) for the purpose of purchasing supplies and
equipment for the use of marbers or other persons, and turning over such
supplies and equipment to them at actual scost, plus necessary expenses.”




Nogulations 1.521-1(a}(1) provides in paet "--<In order to show its
cooperative nature and to cstablish carpliance with the requirement of the
code that the proceeds of sales, less necessary expenses be turned back to all
producers on the value of the products furn'!shed by them, or for the purposo
of purchesing supplies and equipment for the use of inmsbers or other persons,
and turning over such suppiies and ipment to them at actual cost, plus
necessary tipensas, it |3 necessary for such an organization to keep permmnent
records of the business done with both marbers and non-marbers.

You are not a Farmers Cooparative organized and operated on a cooperative
basis within the moaning of Section 621 of the oode, because you do not keep
records of business done with patrons both menbers and non-narbers alike, you
do not pay patronage dividends, nor allocate such on books with a pre-existing

agreaient with mewbers. Accordingly, you are required to file Fedsral incame
tax returns on Form 1120.

If you do not sgree with these eonclusions, you may.request Appeals Office
consiceration. To do this, you must submit to the Distrlct Director within
30 days fran the date of this letter, a statement of facts, law, and
argunents., in dupllcate, which will elearly set forth your position. You also
must state whether you wish an Appeals Office conference. Any sutmission must
be signed by one of your principal officers. If the matter is to be handied
by a representative, the Conference and Practice Requirements regarding the

filing of a powar of attorney and evidence of enrolkmnt to practice must be
wnet.

If we do not hear fram you within the time specified, this camunlicatlion will
becane our detenmnination {n the matter.

Very truly yours,

L
Distriet Director

Enclosure:
Publication 892






